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OVERVIEW OF SMALL FIRM DIARIES

FINANCIAL DIARIES METHODOLOGY

Weekly cash flow data for a year combined with
extensive qualitative and quantitative surveys

FOCUS ON 3 SECTORS WITH GROWTH POTENTIAL

Light Manufacturing, Agri-Processing, Services

GLOBAL: 7 countries

SMALL FIRMS: 1-20 non-family employees
FOCUS ON LOW-INCOME COMMUNITIES
~150 FIRMS PER COUNTRY

~30% WOMEN-LED FIRMS
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How the World's Poor
Liveon$2a Day

e High frequency visits (weekly) to small firms
over 12 months.

e Quantitative cash flow data

e Qualitative interviews about choices and decision
making with firm owners, employees, and suppliers.

e Allows us to understand the complexity and
volatility being faced by small firms.

WELCOME TO CORNER SHOP
DIARIES PROJECT

Corner shops are small neighborhood
shops that sell daily provisions,
medicine, airtime, or provide CICO,
salon, or other types of services. The
Corner Shop Diaries project tracks daily
financial transact tions of corner sl hop







. SECTORS AND SUBSECTORS

AGRICULTURAL PROCESSING @ LIGHT MANUFACTURING (-
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18 firms

1. Farming (60%) 1. Handicrafts production (50%)
2. Food preparation (25%) 2. Garment production/sewing (39%)
3. Agricultural inputs production (15%) 3. Construction material production (6%)

4. Light manufacturing (6%)

1. Repair & maintenance businesses (44%)
2. Rental services (22%)

3. Printing schools (11%)

4. Private primary/secondary schools (11%)

5. Specialist services (11%)



WHO ARE WE STUDYING?

Most existing
research focuses
on firms that are
smaller or larger
than the firms

that SFD studies.

MICROENTERPRISE

Household
enterprises

0 non-family employees

Informal

Informal financing
and/or microcredit

SMALL FIRMS

Firms that have non-family
employees but not grown to
include professional managers

1-20 non-family employees

Mix of Formal and Informal

Mix of formal and informal
financing arrangements
(key question of the study)

MEDIUM FIRMS

Firms that have professional
managers (e.g. employees
whose only job is managing
other employees)

20-100 employees

Formal

Largely have access to
formal finance, though
depends on context



. Number of Employees

Employee range

M Mode by month [l Median by month [l Total unique (full year)

Fiji Indonesia
1-2 1-2
3=5 3=5
0%
6-8 0% 6-8
0% 3%
9-10 0% 9-10 5%
0%
0% 4%
Outlier 0% Outlier 3%

| 2 1%



MONTHLY REVENUE

USD PPP
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MEDIAN OPERATING MARGIN AND REVENUE

MEDIAN MONTHLY REVENUE MEDIAN MONTHLY MARGIN
J$ J$
1,655 910
1500 560
600
1,000
400
500

200

Men women Co-owned Men

Women

Co-owned
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FORMALITY: MAJORITY OF FIRMS IDENTIFY AS INFORMAL

HOW WOULD YOU DESCRIBE YOUR
FIRM?

Informal
49%

1 Semi-formal

WHICH OF THESE REGISTRATIONS DO YOU HAVE?

% of firms per registration

| don't want to

Informal Semi-formal Formal answer
Business License - 10% 26%
Tax Registration 1%
Company registration 16%
Farm Registration - 9% - 10% 26%
VAT Registration - EZ B 0% 1%
Fire Safety License . 6% - 10%
| don’t want to answer I 3% 5%
Taxi permit I 3% 5%
FNPF registration - 10%
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4 KEY TAKEAWAYS

Stability Key challenges
Entrepreneurs
Use of Financial Risk management

Tools strategies
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4 KEY TAKEAWAYS

2

Stability

Entrepreneurs
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. STABILITY ENTREPRENEURS: VOLATILE REVENUE

FJD

CASH FLOW FROM A PRINTING FIRM

8,000 Revenue

(Cv=.35)

Positive operating margin
(Income > Expense)

Average

LERO Revenue
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6,000
5.000 Operating margin
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4.000 Negative operating margin

(Expense > Income)
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. PAYMENT VOLATILITY FOR FIRMS BY MEDIAN MONTHLY REVENUE
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. DISTRIBUTION OF FIRMS BY MONTHLY REVENUE GROWTH

Firm Count
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What Do You Want Your Business to Look Like in 5 Years?

FIJI

Total n =47 firms



4 KEY TAKEAWAYS

Key challenges
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IN'FIJFHALF OF FIRMS CONSIDER FINANGE A SIGNIFICANT BARRIER

What are the main barriers or challenges that keep you from achieving your vision?
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. CHALLENGE ONE: COMPETITION

HOW MUCH COMPETITION DOES YOUR FIRM FACE

A lot of Some Just a few None
competitors competitors competitors
Mostly larger than us . 9% 0% 30% 0%
Mostly much larger 0% 0% . 10% 0%
Mostly same size as us 0%
Mostly smaller 0% 0% T 20% 0%

Range of sizes . 10% 0%
Total B 20% Y 22% 1%

Chart: Financial Access Initiative - NYU Wagner « Source: Small Firm Diaries

Price is the most common way to differentiate from competitors (59%), followed by quality (39%).

Only 24% of firms are in an association with competitors. Associations most commonly lend inputs to each other
(64% of all associations). Less than half engage in joint selling and 54% do joint production. Only 27% work to set
fair minimum prices.



. CHALLENGE 2: PRICE INFLATION

WHAT RISKS HAS YOUR FIRM EXPERIENCED IN THE PAST YEAR
1

Human damage (theft, - 4%

fraud)
B 2

Chart: Financial Access Initiative - NYU Wagner ¢ Source: Small Firm Diaries

Input prices rising

External damage
(floods, fire)

None

Demand fluctuations
Health

Employee issues
Supply chain delays

Market price falling

Other

HOW DID YOU COPE WITH THE RISE IN INPUT PRICES
Took measure to

prevent it happening

again

Just dealt with it

Used savings
Other

Took a loan

Chart: Financial Access Initiative - NYU Wagner « Source: Small Firm Diaries
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. CHALLENGE THREE: ACCESS TO FINANCE (CREDIT)

Only 27% of the sample reported a loan from any source

LOAN SOURCE: PERCENT OF FIRMS WITH A LOAN REPORTED
Government bank

Forni
SACCO/Cooperative
Friends

NGOs 8%

Supplier

Chart: Financial Access Initiative - NYU Wagner « Source: Small Firm Diaries
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. NEED FOR LOANS AND BARRIERS TO ACCESS

BARRIERS TO CREDIT BY NEED FOR CREDIT

| occasionally | rarely need | never need
need aloan aloan a loan

Availability 37%
£Fi
I constantly need loans 0%
Approval time 9% 21%

Total
HOW OFTEN DO YOU NEED A LOAN

I often need loans 0%
Design Bl e 26%
I occasionally need aloan 14%
0, 0, ) 70, 0,
Irarely need aloan 35% Poperwork 0% I % 16%
—— — Lack of collateral 0% I 7% - 18% 12%
0, 0, 0, 0,
Table: Financial Access Initiative - NYU Wagner « Source: Small Firm Diaries Other O /0 O /0 O /0 O /0
None 0% B 3% N 9% 9%

Chart: Financial Access Initiative - NYU Wagner ¢ Source: Small Firm Diaries



4 KEY TAKEAWAYS
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Use of Financial
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. ACGCESS TO FINANCE: ACCOUNT OWNERSHIP

REPORTED ACCOUNTS FOR THE BUSINESS; PERCENT OF FIRMS

100%
89%

Cash account Mobile money Bank account
wallet

Chart: Financial Access Initiative - NYU Wagner « Source: Small Firm Diaries

Microfinance
account
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. ACGCESS TO FINANCE: ACCOUNT USAGE

COUNT OF FIRMS

TRANSACTION VALUE PER TRANSACTION MECHANISM

Median Sample Total
Cash 99.06% 89.00%
Mobile Money | 0.86% I 8.00%
Bank Transfer  0.00% } 2.00%

Chart: Financial Access Initiative - NYU Wagner ¢ Source: Small Firm Diaries

DISTRIBUTION OF FIRMS BY TRANSACTION VALUE IN MOBILE MONEY

I e —— ]
[0%, 5%] (5%, 10%] (10%, 15%] (15%, 20%] (20%, 25%] (25%, 30%] (30%, 35%]
TRANSACTION VALUE VIA MOBILE MONEY
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. DIGITAL FINANCE: CHALLENGES AND CHANGES

CHALLENGES FACED USING DIGITAL FINANCIAL SERVICES

43% of firms reported challenges using digital financial services
g S accoun
report

Loss of access
e ndte wrang

address

fhorged unauthorized
ees

Chart: Financial Access Initiative - NYU Wagner ¢ Source: Small Firm Diaries
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4 KEY TAKEAWAYS

Risk management

strategies

2
]
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. RISK MANAGEMENT APPEAR DIFFERENT IN FiJI

Alternate sources of income:

e 31% of firms rely on other household members income as their primary risk
mitigation strategy
e These household members are often overseas migrants

Loan aversion and low risk tolerance:

e 60% of firms avoid taking loans due to penalties and interest rates
e 56% of firms save money in case of risks instead of investing in the business
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Firms face high levels of volatility which impacts their ability to grow, achieve
stability, and provide high quality jobs

Other barriers to stability include competition, inflation, and access to finance
i.  On competition, firms primary differentiation strategy is undercutting prices

ii.  On supply cost inflation, firms lack any tools and rely on savings instead of
loans

iii. Onaccess to finance, less than half of firms have a bank account and all firms
operate primarily in cash. Less than a third have a loan, primarily due to the
cost and design of capital.

Firms are risk averse and rely on household income to manage shocks

i.  Firms commingle business and household finances
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